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A New Look At An Old Problem 


Washington Staff Report 


Wa President Eisenhower, in his June 24 address before the Governors’ Conference 
at Williamsburg, Virginia, proposed the creation of a joint “task force for action” to 
probe further the problems of Federal-state relations and try to come up with some specific 


legislation, the suggestion at first seemed to 
generate little enthusiasm. Many observers at- 
tributed this, rightly or wrongly, to the numer- 
ous studies and examinations which had been 


made previously—-several 
in recent years—and to 
the fact that these earlier 
efforts had led to so little 
concrete “action” or im- 
plementation. Now, how- 
ever, with a new joint 
Federal-state task force 
in being, and started on 
its labors, there is re- 
newed interest. 


The Commission on Inter- 
governmental Relations de- 
scribed our “federal system” 
as “. .. a unique phenomenon, 
without an earlier model and 
bearing only a general re- 
semblance to later federal sys- 
tems established elsewhere. 
It is the product partly of 


This Issue in Brief 


Controversy over the proper relation- 
ships between the Federal government and 
the states has raged intermittently since 
our Federal system was founded. The 
strong trend toward centralization of 
power and governmental activity in Wash- 
ington, which developed during the °30’s 
and °40’s, has naturally resulted in re- 
newed interest in and examination of our 
Federal system as it operates today. 

Recently, a group of Governors and 
Federal officials held the first of a series 
of meetings to resolve some of the thorny 
but extremely important problems of Fed- 
eral-state relationships. 

Specifically, this “Joint Federal-State 
Action Committee” was set up at the sug- 
gestion of President Eisenhower to attempt 
to designate functions “‘now performed or 
financed wholly or in part by the Federal 
government” which could and should be 
handled by the states, and to recommend 
the required revenue adjustments. 

This Tax Review was prepared to pro- 
vide background information on some of 
the more pertinent studies and develop- 
ments of recent years in the field of inter- 
governmental relationships. 





human purpose, partly of unconscious adaptation to 
the circumstances and the felt needs of our people. 
It has survived the vicissitudes of over a century and 
a half of our history to become now the oldest fed- 


eral system.” 


What then are the prob- 
lems which require the atten- 
tion of busy governors and 
Federal officials, and how 
have they come about? The 
1955 report of the Commis- 
sion on Intergovernmental 
Relations describes the prob- 
lem in these terms: 


“With the passage of the 
years, the federal division 
of powers has involved a 
highly complex distribu- 
tion of governmental tasks 
and responsibilities. . . . 
Where the problem of our 
federal system once ap- 
peared to be one of creat- 
ing sufficient strength and 
authority in the national 
government, today con- 
trary concerns have 
aroused anxiety. The na- 
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tional government now has within its reach author- 
ity well beyond what it requires for ordinary use; 
forbearance in the exercise of this authority is 
essential if the federal balance is to be maintained. 


“Yet prudent limitation of national responsibili- 
ties is not likely by itself to prevent overcentraliza- 
tion. A realistic program of decentralization in our 
contemporary society depends too, on the readi- 
ness and ability of the states and their subdivisions 
to assume their full share of the total task of gov- 
ernment.” 


Aid Programs Grow 


In his book The States and the Nation,‘ Professor 
Leonard D. White stated these problems and the 
possible dangers in somewhat similar, though more 
precise, terms: 


“The time has come to reconsider the present 
condition of the states in the federal system and to 
take sober account of the consequences of the 
trends that have so long been at work against them. 
I do not assert that the states are in immediate 
danger, nor that much that has happened in trans- 
ferring power and influence upward has been 
harmful. I do predict, however, that if present 
trends continue for another quarter century, the 
states may be left hollow shells, operating pri- 
marily as the field districts of Federal departments 
and dependent upon the Federal treasury for their 
support. This result would be bad for the Federal 
governmeri and would hold grave consequences 
for the kind of self-governing, local democracy 
that has been an essential part of our way of life. 


“I shall consequently argue . . . that the march 
of power to Washington should be reversed wher- 
ever it is possible, that the states should strengthen 
their capacity to take a greater share in the burden 
of government, and that they should preserve a 
wide range of freedom of action in programs jointly 
supported and administered. A federal system 
implies a partnership, all members of which are 
effective players on the team and all of whom re- 
tain the capacity for independent action. It does 
not imply a system of collaboration in which one 
of the collaborators is annihilated by the other.” 


The extent to which Federal government activity 
and influence has grown in the last 25 years is em- 
phasized by the Tax Foundation’s recent compilation 
of the so-called “Federal aid” programs. In 1934 
there were only 18 such programs; in the fiscal year 
which began July 1, the number may stand at 97. 
The proposed Federal budget for this current fiscal 
year, submitted last January, proposed 14 new Fed- 
eral grant programs--though it now seems unlikely, 
due to the “economy drive” and other events, that 
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many of these proposed programs will be enacted. 


In terms of expenditures, the growth of “Federal 
aid” is even more startling. In 1932 expenditures 
for such programs totaled $222 million; by 1956 such 
expenditures had reached the $3 billion mark. 


By the same token, total Federal expenditures, 
for all purposes, have skyrocketed from $4.7 billion 
in 1932 to $69.3 billion in the fiscal year (1957) 
which ended last June 30. While it is true that a 
substantial part of this growth has been due to eco- 
nomic emergencies, wars, the aftermath of wars, and 
the threat of war, a startling increase in the regular 
Federal “domestic-civilian” activities is also obvious. 
In any event, this tremendous increase resulted 
in the Federal “invasion” of almost all possible 
sources of revenue, thus complicating the financial 
problems of the states. 


Committee’s Responsibilities 


It was with this backdrop that the President urged 
upon the Governors’ Conference last June the crea- 
tion of a “Joint Federal-State Action Committee,” 
charged with these three basic responsibilities: 


“1. To designate functions which the states are 
ready and willing to assume and finance that are 
now performed or financed wholly or in part by 
the Federal government; 


“2. To recommend the Federal and state reve- 
nue adjustments required to enable the states to 
assume such functions; and 


“3. To identify functions and responsibilities 
likely to require state or Federal attention in the 
future and to recommend the level of state effort, 
or Federal effort, or both, that will be needed to 
assure effective action.” 


In explan.tion of the functioning of this joint “task 
force,” the President further suggested: 


“In designating the functions to be reassumed 
by the states, the committee should also specify 
when those functions should be assumed — the 
amounts by which Federal taxes should be reduced 
—and increases in state revenues needed to support 
the transferred functions. 


“As the first step, the committee might well con- 
centrate on a single function or program and pair 
it with a specific Federal tax or tax amount. This 
effort presupposes that Federal taxes would be cut 
more than state taxes would be raised to support 
the transferred functions.” 


And, he concluded: “Once the committee acts, I 
have it in mind that all of us would cooperate in 
securing the necessary action by the Congress and 
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the various state legislative bodies for the health of 
our republic and the good of us all.” 


It is this emphasis on “‘action” which has generated 
the renewed interest of many whose enthusiasm had 
been dampened by past inaction. 


Following this proposal by President Eisenhower, 
the Governors’ Conference adopted a resolution of 
acceptance, and subsequently Governor William G. 
Stratton, chairman of the Conference Executive Com- 
mittee, appointed ten governors—five from each po- 
litical party—to serve on the joint committee. Those 
appointed were: 


Governors Lane Dwinell, New Hampshire, Chair- 
man; Theodore R. McKeldin, Maryland; Victor E. 
Anderson, Nebraska; Robert E. Smiley, Idaho; Price 
Daniel, Texas; James P. Coleman, Mississippi; Den- 
nis J. Roberts, Rhode Island; George M. Leader, 
Pennsylvania; George Docking, Kansas, and William 
G. Stratton, Illinois, ex officio. 


Shortly thereafter, on July 20, the President an- 
nounced the names of seven Federal officials to serve 
on the joint “action committee.” Secretary of the 
Treasury Robert B. Anderson was named as chair- 
man. The Federal “delegation” also included: Secre- 
tary of Labor James P. Mitchell; Secretary of Health, 
Education, and Welfare Marion B. Folsom; Percival 
F. Brundage, Director of the Bureau of the Budget; 
Meyer Kestnbaum, Special Assistant to the Presi- 
dent (and formerly chairman of the Commission on 
Intergovernmental Relations); Maj. Gen. John S. 
Bragdon, Special Assistant to the President; and 
Howard Pyle, Deputy Assistant to the President for 
Intergovernmental Relations (and formerly Gover- 
nor of Arizona). 


Second Study In Field 


The formation of this Joint Federal-State Action 
Committee represents the second major study initiated 
by the Eisenhower Administration in this field. In 
March 1953, shortly after his first inauguration, the 
President urged the establishment of a special com- 
mission. Congress acting on this recommendation, 
the Commission on Intergovernmental Relations— 
sometimes referred to as the Kestnbaum Commis- 
sion—was created by Public Law 109. 


This act provided for a Commission of 25 mem- 
bers, with 15 (including the chairman and vice-chair- 
man) appointed by the President, and five members 
each from the Senate and the House appointed by 
the presiding officers of those bodies. The Presiden- 


tial appointees included state and local representa- 
tives, including six governors or ex-governors. 


To help in its task, the Commission adopted a tech- 
nique somewhat similar to that used by the two 
Hoover Commissions and appointed a number of 
study and advisory committees “to help assess the 
allocation of functions between national and state 
governments, as well as specific programs of Federal 
aid, in certain areas marked by significant degrees 
of intergovernmental relationships.” Its 3 1 1-page final 
report, submitted to President Eisenhower in June 
1955, was accompanied by 15 supporting volumes 
representing the findings of these “study committees” 
and experts brought in to make special studies “of 
the fiscal and administrative impact of Federal grant- 
in-aid policies upon the governmental institutions of 
the states.” 


The Commission’s own final report contained about 
200 recommendations. Most of these were directed 
to the Executive Branch or to Congress, though some 
were also directed to the state governments. While 
space does not permit detailed exposition of the spe- 
cific recommendations of the Kestnbaum Commis- 
sion, its guiding philosophy, as set forth in the in- 
troductory chapter of the final report, is of special 
interest: 


“Assuming efficient and responsible government 
at all levels—national, state, and local—we should 
seek to divide our civic responsibilities so that we: 


“Leave to private initiative all the functions that 
citizens can perform privately; use the level of gov- 
ernment closest to the community for all public 
functions it can handle; utilize cooperative inter- 
governmental arrangements where appropriate to 
attain economical performance and popular ap- 
proval; reserve national action for residual par- 
ticipation where state and local governments. are 
not fully adequate, and for the continuing respon- 
sibilities that only the national government can 
undertake.” 


The extent to which the Kestnbaum Commission’s 
recommendations have been implemented has been, 
to some, disappointing. The President did follow a 
Commission suggestion when he named ex-Governor 
Howard Pyle to serve as his Deputy Assistant—as a 
“focal point” for continuing attention to inter-level 
problems; and a unit also was set up in the Bureau 
of the Budget, under Assistant Director Robert E. 
Merriam, to aid in this work. 


Subsequently, the Committee on Government Op- 
erations of the House of Representatives set up a 
Subcommittee on Intergovernmental Relations. This 
group, under the chairmanship of Representative L. H. 
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Fountain (D-N.C.), has been conducting studies in 
this area, including an evaluation of the recommen- 
dations of the Kestnbaum Commission “to ascertain 
what action is being and should be taken concerning 
them.” 


The Fountain subcommittee has recently held sev- 
eral days of hearings in Washington and reportedly 
plans regional hearings around the country after the 
current Congressional session ends. This group has 
also circulated questionnaires among the executive 
agencies, and to hundreds of state-local officials, and 
has recently published two reports based upon the 
replies to these questionnaires. 


As a further evidence of the intense current inter- 
est in these intergovernmental problem areas, the 
House Rules Committee recently approved and re- 
ported a measure (House Resolution 312) authoriz- 
ing another “full and complete investigation and 
study of all of the present activities” involving Fed- 
eral aid programs. Under this proposal, sponsored by 
Representative Landrum (D-Ga.), a select House 
committee of nine members would be appointed to 
make such a study and to report back its findings and 
recommendations “as soon as practicable during the 
present Congress.” However, reports as of this writ- 
ing indicate that the leadership may postpone in- 
definitely House action on this proposal. 


Though the Commission on Intergovernmental 
Relations has described its study as “the first official 
undertaking of its kind since the Constitutional Con- 
vention of 1787,” there have been many studies made 
in this field through the years. 


The first Hoover Commission appointed a “task 
force” on Federal-state relations, headed by T. 
Jefferson Coolidge. Among the important questions 
the group explored were these: 


“1. The allocation of functions between the na- 
tional government and the states. 


“2. Modifications in the nature, bases, and 
amounts of grants-in-aid to the states, and in the 
nature and amount of supervision and control by 
the national government over aided activities. 


“3. Adjustments in sources of revenue between 
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the nation and the states in order that revenues 
available to each level will correspond more nearly 
with their fiscal needs.” 


The similarity here with the “basic responsibilities” 
assigned to the current Joint Federal-State Action 
Committee is striking. Moreover, among the papers 
accompanying the report of the Coolidge task force 
was one by Roswell Magill, President of the Tax 
Foundation on “State-Federal Overlapping Taxes,” 
which contained specific suggestions as to the alloca- 
tion of tax sources. 


Current interest and attention, however, is largely 
riveted upon the deliberations of the Federal officials 
and governors who make up the Joint Federal-State 
Action Committee. At the first meeting it was said 
there was an “agreement in principle” to shift gov- 
ernmental functions from Washington to the states. 
Further meetings are to be held this Fall, with a 
final report likely toward the end of the year. 


These questions arise: will this group be able to 
work out some important areas of agreement by which 
a reversal of the trend toward centralization of power 
and activity in Washington may be begun? Or will 
they find, as some suggest, a disinclination on the part 
of the states and localities to assume their fair share 
of governmental responsibilities and burdens—at least 
what some in Washington think is their fair share? 


The result will be awaited with great interest, for 
it is certain that millions of our people agree with 
President Eisenhower who said in his address to the 
Governors’ Conference: 


“Such an examination is timely—even urgent. 
For I have felt as surely as you have—that too often 
we have seen tendencies develop that transgress 
our most cherished principles of government, and 
tend to undermine the structure so painstakingly 
built by those who preceded us. 


“Of those principles I refer especially to one 
drawn from the colonists’ bitter struggle against 
tyranny and from man’s tragic experience through- 
out the ages. 

“That principle is this: Those who would be 
and would stay free must stand eternal watch 
against excessive concentration of power in gov- 
ernment.” 
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